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Summary 

Congress has always restricted federal debt. The Second Liberty Bond Act of 1917 included an 
aggregate limit on federal debt as well as limits on specific debt issues. Through the 1920s and 
1930s, Congress altered the form of those restrictions to give the U.S. Treasury more flexibility in 
debt management and to allow modernization of federal financing. In 1939, a general limit was 
placed on federal debt. 

Federal debt accumulates when the government sells debt to the public to finance budget deficits 
and to meet federal obligations or when it issues debt to government accounts, such as the Social 
Security, Medicare, and Transportation trust funds. Total federal debt is the sum of debt held by 
the public and debt held by government accounts. Surpluses reduce debt held by the public, while 
deficits raise it. 

Congress has modified the debt limit 14 times since 2001. Congress raised the limit in June 2002, 
May 2003, November 2004, March 2006, and September 2007. The 2007-2008 fiscal crisis and 
subsequent economic slowdown led to sharply higher deficits in recent years, which led to a 
series of debt limit increases. The Housing and Economic Recovery Act of 2008 (H.R. 3221), 
signed into law (RL. 110-289) on July 30, 2008, included a debt limit increase. The Emergency 
Economic Stabilization Act of 2008 (H.R. 1424), signed into law on October 3 (P.L. 110-343), 
raised the debt limit again. The debt limit rose a third time in less than a year to $12,104 billion 
with the passage of the American Recovery and Reinvestment Act of 2009 on February 13, 2009 
(ARRA; H.R. 1), which was signed into law on February 17, 2009 (P.L. 1 1 1-5). Following that 
measure, the debt limit was subsequently increased by $290 billion to $12,394 billion (P.L. 111- 
123) in a stand-alone debt limit bill on December 28, 2009, and by $1.9 trillion to $14,294 billion 
on February 12, 2010 (P.L. 111-139). 

The federal debt again reached its limit on May 16, 201 1, prompting the Treasury Secretary to 
invoke authorities to use extraordinary measures to extend Treasury’s borrowing capacity. On 
August 2, 201 1, President Obama signed the Budget Control Act of 201 1 (BCA; S. 365; P.L. 112- 
25), which resolved that debt limit episode. The BCA included provisions aimed at deficit 
reduction and allowing the debt limit to rise between $2,100 billion and $2,400 billion in three 
stages, the latter two subject to congressional disapproval. Once the BCA was enacted, a 
presidential certification triggered a $400 billion increase, and a second $500 billion increase on 
September 22, 2011. A third $1.2 trillion increase took place on January 28, 2012. 

Federal debt reached its limit on December 31, 2012. Extraordinary measures were again used 
until February 4, 2013, when H.R. 325, which suspended the debt limit until May 19, 2013, was 
signed into law (P.L. 113-3). When that suspension expired, the debt limit was set at $16,699 
billion and extraordinary measures were reemployed. On September 25, Treasury Secretary Lew 
notified Congress that the government would exhaust its borrowing capacity around October 17. 
On October 16, 2013, Congress passed and the President signed a continuing resolution (H.R. 
2775; P.L. 113-46) that included a suspension of the debt limit through February 7, 2014. On 
February 11, 2014, the House voted to suspend the debt limit (S. 540; P.L. 113-83) through March 
15, 2015. The Senate approved the measure the next day and the President signed it on February 
15, 2014. The debt limit was reset on March 16, 2015, at $18.1 trillion. On October 1, 2015, 
Secretary Lew stated that extraordinary measures would be exhausted about November 5, 2015, 
although a relatively small cash reserve would remain on hand. CRS Report R43389, The Debt 
Limit Since 2011, by D. Andrew Austin discusses recent debt limit events in more detail. This 
report will be updated as events warrant. 
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Introduction 

The statutory debt limit applies to almost all federal debt. 1 The limit applies to federal debt held 
by the public (that is, debt held outside the federal government itself) and to federal debt held by 
the government’s own accounts. Federal trust funds, such as Social Security, Medicare, 
Transportation, and Civil Service Retirement accounts, hold most of this internally held debt. 2 
The government’s surpluses or deficits determine essentially all of the change in debt held by the 
public. 3 The government’s on-budget fiscal balance, which excludes a U.S. Postal Service net 
surplus or deficit and a large Social Security surplus of payroll taxes net of paid benefits, does not 
directly affect debt held in government accounts. 4 Increases or decreases in debt held by 
government accounts result from net financial flows into accounts holding the debt, such as the 
Social Security Trust Fund. Legal requirements and government accounting practices also affect 
levels of debt held by government accounts. 5 

Since the late 1950s, the federal government increased its borrowing from the public in all years, 
except in FY1969 following imposition of a war surcharge and in the period FY1998-FY2001. 6 
The persistence of federal budget deficits has required the government to issue more and more 
debt to the public. 7 The accumulation of Social Security and other trust funds, particularly after 
1983 when recommendations of the Greenspan Commission were implemented, led to sustained 
growth in government-held debt subject to limit. 8 The growth in federal debt held by the public 
and in intergovernmental accounts, such as trust funds, has periodically obliged Congress to raise 
the debt limit. 

Debt limit issues since the passage of the Budget Control Act of 20 1 1 are discussed in more detail 
in CRS Report R43389, The Debt Limit Since 2011, by D. Andrew Austin. 

The Debt Limit and the Treasury 

Standard methods of financing federal activities or meeting government obligations used by the 
U.S. Department of the Treasury (Treasury) can be hobbled when federal debt nears its legal 



1 Approximately 0.5% of total debt is excluded from debt limit coverage. The Treasury defines “Total Public Debt 
Subject to Limit” as “the Total Public Debt Outstanding less Unamortized Discount on Treasury Bills and Zero- 
Coupon Treasury Bonds, old debt issued prior to 1917, and old currency called United States Notes, as well as Debt 
held by the Federal Financing Bank and Guaranteed Debt.” For details, see http://www.treasurydirect.gov. The debt 
limit is codified as 31 U.S.C. §3101. 

“ Although there are hundreds of trust funds, the overwhelming majority are very small. The 12 largest trust funds hold 
98.8% of the federal debt held in government accounts. See CRS Report R41815, Overview of the Federal Debt, by D. 
Andrew Austin. 

3 Other means of financing — including cash balance changes, seigniorage, and capitalization of financing accounts used 
to fund federal credit programs — have relatively little effect on the changes in debt held by the public. 

4 In future years, when some trust funds are projected to pay out more than they take in, funds that the Treasury would 
use to redeem those intergovernmental debts must be obtained via higher taxes or lower government spending. 

5 Trust fund surpluses by law must be invested in special federal government securities. 

6 See Office of Management and Budget, FY2016 Budget, Historical Tables, Table 7.1. 

7 The ability to run fiscal deficits gives the federal government useful flexibility in managing its finances, although 
large deficits may eventually harm economic performance. See CRS Report RL33657, Running Deficits: Positives and 
Pitfalls, by D. Andrew Austin. 

8 Report of the National Commission on Social Security Reform, January 1983, available at http://www.ssa.gov/history/ 
reports/gspan.html. As more of the baby boom generation retires, Social Security benefits have come closer to levels of 
Social Security payroll taxes, which has slowed the accumulation of intragovernmental debt. 
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